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Effect of Investors’ Herding Behavior to
Stock Market

Kaoru Tova,! Fer Zuar,t! SuEN Kanf!
and E1SUKE KiTafl

In this research, we focus on the investor’s herding behavior, one of the typ-
ical psychological biases in the behavioral finance. The aim of this study is to
reveal the effect of the herding agents behavior to the artificial market behavior
by using the artificial market simulation. The numerical results show that it’s
easy to bring about a trend when there are many herding agents in the market.
We found out that the number of neighborhood agents and occurrence of a
trend have an influence on a stock price fluctuation.
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01 00000000000, D=4, NN =0, NH = 800, NR = 200
Fig.1 Regular network, D =4, NN =0, NH = 800, NR = 200
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Fig.2 Small world network, D =4, NN =0, NH = 800, NR = 200

Fig.3 Random network, D =4, NN =0, NH = 800, NR = 200

(©2010 Information Processing Society of Japan



IPSJ SIG Technical Report

01 3000000000000000000000 (D =4,6,8,10,12,14)
Table 1 Number of trends within 30 simulations(D = 4,6, 8, 10,12, 14)

Market

No. of trend
NN | NH | NR Network
Regular 3
0 800 200 Small world 4
Random 30
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